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COMMERCE FOR MAJOR EXPORT PRODUCTS DIVISION (MEPD-MR. LU) 

VIENNA FOR MR. DIETZ 

DEPT PLEASE PASS TO EX-IM BANK TO MR. GLICK 

E.O. 11652: N/A 
TAGS: BEXP, PO 

SUB J : EX-IM CREDIT TO PETROSUL 

REF: STATE 34405 

1. CONVERSATIONS WITH PROCON REPRESENTATIVE AND PETROSUL OFFICIALS 
INDICATE THAT BOTH FIRMS HAVE PROBLEMS WITH ABOVE CREDIT/ 
GUARANTEE AUTHORIZATION. MAJOR PROBLEM IS THAT AUTHORIZATION IS 
ONLY FOR 30 PCT FINANCING AND 30 PCT GUARANTEE RATHER THAN 
REQUESTED 45PCT/45PCT PACKAGE. IN ADDITION TO LESS FUNDS THAN 
EXPECTED, THIS REDUCED PACKAGE APPEARS TO CREATE OBLIGATION ON 
PETROSUL'S PART TO BORROW DOLS 4.5 MILLION WHICH WILL BE 
IMPOSSIBLE GIVEN REFUSAL OF GOP TO GUARANTEE CREDITS TO PETROSUL. 
(GOP GUARANTEE OF THIS CREDIT WOULD NECESSITATE GUARANTEE ON ALL 
OTHER LOANS TO PETROSUL UNDER ' MOST FAVORED CONDITIONS" 
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ABLE TO CONTINUE PROJECT WITHOUT THIS DOLS 4.5 MILLION NON- 
GUARANTEED PORTION. SECONDLY, BECAUSE WORK SCHEDULE FOR REFINERY 
EXTENDED FROM 28 MONTHS TO 37 MONTHS AND LAST DRAWDOWN DATE NOW 
SCHEDULED TO BE SEPTEMBER 1977, DECEMBER 1976 DATE FOR FIRST 
REPAYMENT IS UNREALISTIC. MORE APPROPRIATE DATE WOULD BE NOVEMBER 
1978 FOR FIRST REPAYMENT. FINALLY, 8 PCT INTEREST RATE ON CREDIT 
AND HIGHER THAN 8 PCT RATE ON GUARANTEE FUNDS COMPARES UNFAVORABLY 
WITH FRENCH 12 YEAR, 6 3/4PCT TERMS AND BRITISH 8-9 YEAR, 6-7 
PCT TERMS. 

2. SUGGESTED SOLUTION TO ABOVE IS AS FOLLOWS: PROJECT WOULD BE 
REDUCED TO DOLS 10 MILLION WITH DOLS 1 MILLION DOWNPAYMENT AND 
CONTINUED CREDIT OF DOLS 4.5 MILLION AND GUARANTEE OF DOLS 4.5 
MILLION. ABSOLUTE AMOUNT OF EX-IM EXPOSURE REMAINS UNCHANGED, US 
EXPORT VALUE REMAINS UNCHANGED AND PETROSUL WILL NOT BE FACED 
WITH OBLIGATION ON OTHER DOLS 4.5 MILLION, WHICH WILL ALLOW THEM TO 
SELL GOP ON UTILIZING REST (DOLS 9 MILLION) OF PACKAGE. 

3. EMBASSY STRONGLY RECOMMENDS ADAPTION OF ABOVE SUGGESTION OR 
SIMILAR ALTERNATIVE WHICH WOULD RESULT IN FINANCING DOLS 9 MILLION 
OF US EXPORTSOF GOODS AND SERVICES. SUCCESSFUL COMPLETION OF 
FINANCING ARRANGEMENT FOR THIS PROJECT PARTICULARLY IMPORTANT 
GIVEN CURRENT POLITICAL SITUATION AND USG POLICY TO BE HELPFUL 

IN EVERY POSSIBLE WAY. WE RECOGNIZE THAT SCARCITY OF TOTAL EX-IM 
FUNDS MAKE 30 PERCENT FINANCING CONCEPT BENEFICIAL IN ALLOWING 
GREATER COVERAGE, BUT HOPE THAT EX-IM, IN ACCORDANCE WITH USG 
DECEMBER STATEMENT OF SUPPORT FOR PORTUGAL, WILL GIVE MOST 
SYMPATHETIC CONSIDERATION TO ABOVE SUGGESTED PACKAGE, ESPCIALLY IN 
VIEW OF FACT ABSOLUTE EXPOSURE REMAINS SAME. 
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